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SCHOOL BOARD PROBLEMS: 
The Need for Meaningful 
Interim Financial Reporting 
by Milton H. Kuyers 
School Board members have always been committed 
to the principle of providing the best possible educational 
opportunities for their communities with the least expend-
iture of money. At each Board meeting, the decisions 
made are aimed at conforming as closely as possible to 
this principle. Accordingly, consideration is given at each 
decision-making point to the two facets of this principle: 
(1) the necessity of determining what the educational 
program is to be, as well as the guidance thereof; (2) the 
need to determine and control the costs of such a pro-
gram. 
For a number of years, School Board members have 
felt that most of their responsibility for the finances of 
the school district has been taken care of by their careful 
reviewing and approving of the annual budget. Accord-
ingly, financial control and the reporting of operating-
results for the period did not become very important to 
the Board until the last few months of the budget year. 
The Board members turned their attention at this time 
to the operating results so that they might exercise what-
ever control they could to make sure that actual expend-
itures would not exceed the annual budgeted amounts. 
In recent years, however, Board members have become 
more and more concerned with operating results through-
out the year. This concern has arisen primarily because 
of the steadily rising cost of education, which is passed 
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on to the public through increases in property taxes. 
Each .year, operation of our public schools requires a 
larger portion of the community's tax dollar. In some 
communities, the schools' share of the total property tax 
levy is as much as 90 per cent. Necessarily, great care is 
taken in reviewing the budget requests before the annual 
budget is approved. These budgets, therefore, are usually 
very realistic. Because of this fact, the School Board now 
faces the challenge of necessary interim financial control. 
Deficiencies of Most School Interim Financial Reports: 
Since School Boards do face the problem of close in-
terim financial control, the members have to know when 
decisions on spending are required and what each deci-
sion costs. This information should be provided by mean-
ingful interim financial reports. 
The deficiencies of many school district interim reports 
are largely responsible for the inability of many Boards 
(1) Comparison of expenditures to date with the 
budget for the entire year. 
(2) Too much insignificant detail provided for the 
Board members' review. 
(3) Reports not presented to the School Board on a 
timely basis. 
(4) No indication in the reports as to what effect 
decisions made by the Board will have on the 
entire year's operating results. 
(5) Charts of accounts that do not provide the break-
down of expenditures required for proper, intel-
ligent analysis and appraisal of operations. 
Deficiency — Comparison of Expenditures to Date with 
the Budget for the Entire Year: 
Many of the interim budget reports used by school 
districts include only a comparison of expenditures to 
date with the annual budget. An example of an interim 
budget report that is widely used follows: 
ANYWHERE CONSOLIDATED S C H O O L D I S T R I C T 
First Quarter Budget Statement 
Annual 
Budget 
Expenditures 
for First 
Quarter 
Salaries 2,400,000 
Utilities 100,000 
Unexpended 
Balance 
School Board Appraisal of 
Presented Operating Results 
Textbooks $ 80,000 $ 56,000 $ 24,000 School Board member decides that textbooks 
appear to be overspent by a large amount. 
FACT—80 per cent of required textbooks 
have already been purchased and, accord-
ingly, the account will be underspent by 
$10,000 for the year. 
620,000 1,780,000 School Board member decides in his review 
that salaries are overspent by $20,000. 
FACT—diagnosis of overspending is cor-
rect. However, because nonprofessional pay 
raises follow the calendar year and a salary 
adjustment is budgeted for the second half 
of the year, salaries are already overspent 
by $50,000. 
15,000 85,000 School Board member believes that utility 
expenses are well under budget. FACT— 
10 per cent of budget is usually spent in 
the first quarter of the year. The account 
is likely to be overspent by $5,000 for the 
year. 
to make timely and intelligent financial decisions during 
the year. There are times when the information, for one 
reason or another, is not readily available. In addition, 
the figures may be presented in such form that the peo-
ple receiving the reports are unable to make an intelli-
gent appraisal of the operating results. Specific deficien-
cies that characterize many School Board interim finan-
cial reports are these: 
The real problem, as may be noted from this report 
example, is that Board members have not been given the 
proper guideposts with which to measure current oper-
ating results. The annual budget is compared properly 
with the actual expenditures for the entire year. It fol-
lows that the annual budget cannot be compared prop-
erly with less than a year's actual expenditures and give 
the reader a meaningful comparison. 
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This example is presented to show how important the 
rate-of-expenditure-budgeting technique is to preparation 
of meaningful interim reports. At the time the budget 
is developed, not only the total amount to be spent 
should be decided, but also the rate of expenditure has 
to be determined (when the expenditures are planned 
to be made during the year). A six-month actual ex-
penditure compared with a six-month budget is a much 
more meaningful comparison than a six-month actual 
expenditure with the total year's budget. 
Deficiency—Too Much Insignificant Detail Provided for 
the Board Members' Review: 
Often, School Boards receive reports that, in fact, are 
complete listings of all of the expenditure accounts used by 
the school district. Although the detail is necessary for 
the analysis and control exercised by the school's business 
office, it is not needed by the Board. In large industrial 
concerns, the Board of Directors receives a summary 
report which gives the information it needs in order to 
make decisions. These directors do not receive a detailed 
listing of all of the departmental expense accounts used 
by the concern. 
The large quantity of small accounts presented in 
report form tends to hide the important variations from 
budget with which the Board members should be con-
cerned. In other words, the Board members should be 
concerned with exceptions. I t follows that exceptions 
should be readily apparent in the reports presented to 
the Board. 
Deficiency—Reports Not Presented to the School Board 
on a Timely Basis: 
Proper financial control can be exercised by the School 
Board only if it has timely information pointing to items 
requiring action. 
The time element is an important part of good report-
ing procedure whether it be in school districts or in any 
other enterprise. It is an important part because timely 
reporting can produce timely decisions that may result 
in lowered expenditures for items the Board may not 
wish to have continued. 
We have seen monthly reports prepared for Board 
member use given to the members as much as six or 
eight weeks after the end of this month in question. At 
that point, an item which might have been controlled by 
a timely Board decision has cost the district three or four 
times more than it should have. The real problem about 
a situation such as the one described above is that the 
Board had no opportunity, at the time financial control 
was required to exercise the control that is a part of its 
assigned responsibilities. 
Reports should be given to the Board members as soon 
as possible after the closing of a month. These reports 
should not be held until the next regularly scheduled 
Board meeting but should be mailed immediately upon 
completion. 
Deficiency — No Indication in the Reports as to What 
Effect Decisions Made by the Board Will Have on the 
Entire Year's Operating Results: 
To give Board members a complete financial picture 
at any point in time, the interim financial report should 
show the estimated effect of decisions already made on 
the entire year's operating results. For example, even if 
a proper comparison is made between a six-month budget 
amount and a six-month actual expenditure category, 
the presented figures will not give the reader the esti-
mated result for the entire year. This estimated result 
for the entire year is probably the most important figure 
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on any school district interim financial report. There are 
few School Board interim financial reports that include 
this extremely important information. 
The effect of such decisions as the hiring of additional 
personnel for the remainder of the year should be set 
forth in these interim reports. Another decision could be 
the replacement of one who has resigned with either a 
higher- or lower-salaried person. 
The Board should know at the end of each month, as 
scientifically as can be projected, what the total annual 
picture is anticipated to be. With this information, intel-
ligent and timely financial decisions can be made 
throughout the year. 
Deficiency—Charts of Accounts That Do Not Provide 
the Breakdown of Expenditures Required for Intelligent 
Analysis and Appraisal of Operations: 
In their charts of accounts, many school districts have 
not broken down their expenditures among the schools 
of the district. Other districts include a number of dif-
ferent expense items in one expenditure category. Because 
of this situation, comparisons of actual expenditures with 
budgeted expenditures do not produce the decision-
compelling results they should. Overspending is offset by 
underspending, and neither exception receives its proper 
attention. Any interim financial statement prepared from 
these accounts could not give the meaningful informa-
tion required by the Board. 
Type of Report Needed: 
So far, we have been discussing general deficiencies of 
most School Board interim financial reports. Let us now 
turn our attention to the type of report that will fit the 
requirements suggested in the previous discussion. The 
following report example has these extremely important 
features: 
(1) The report is in summary form and is easy to 
read. The reader can evaluate operating results 
easily. 
(2) Exceptions are readily apparent and are explained. 
Decisions can now be made intelligently. 
(3) The report presents the estimated effect on the 
annual picture. The Board can know currently 
whether decisions now made will result in an 
overspent or underspent annual budget. 
The report is in two parts: the first is the summary 
shown in the example; the second is a written analysis 
of the results presented in the first part. 
ANYWHERE SCHOOL'S M O N T H L Y BUDGET SUMMARY 
SALARIES — 
General Control 
Instructional 
Operation 
Maintenance 
Cafeteria and 
Health Services 
EXPENSES — 
General Control 
Instructional 
Operation 
Maintenance 
Cafeteria and 
Health Services 
Other 
Disbursements 
Transportation 
CAPITAL 
OUTLAY 
DEBT SERVICE 
CONTINGENT 
FUND 
TOTAL 
Original 
Budget 
$ 112,264 
3,733,812 
328,053 
98,659 
94,315 
$4,367,103 
$ 34,152 
250,546 
263,433 
140,499 
137,300 
37,482 
27,034 
$ 890,446 
$ 184,726 
724,500 
52,000 
$ 961,226 
$6,218,775 
a ix i 
Additional 
Appropria-
$ 
$ 
$ 
$ 
$ 
tions 
1,800 
6,162 
14,234 
3,790 
4,946 
30,932 
2,000 
2,000 
4,000 
(36,932) 
$(32,932) 
$ —0— 
viomns x^nae 
Adjusted 
Budget 
$ 114,064 
3,739,974 
342,287 
102,449 
99,261 
$4,398,035 
$ 34,152 
250,546 
263,433 
142,499 
137,300 
37,482 
27,034 
$ 892,446 
$ 188,726 
724,500 
15,068 
$ 928,294 
$6,218,775 
a uecemDer 
6 Mos. 
Original 
Budget 
$ 55,685 
2,152,839 
170,569 
46,415 
58,447 
$2,483,955 
$ 22,150 
135,671 
150,740 
47,319 
75,515 
17,900 
17,500 
$ 466,795 
$ 128,470 
407,600 
$ 536,070 
$3,486,820 
Di, iyo4-
6 Mos. 
Actual 
Budget 
$ 50,938 
2,166,934 
176,314 
48,440 
57,440 
$2,500,066 
$ 15,541 
128,798 
144,974 
49,353 
71,987 
18,169 
18,436 
$ 447,258 
$ 122,692 
407,600 
$ 530,292 
$3,477,616 
6 Mos. 
Variances 
Favorable 
(Unfavor-
able) 
$ 4,747 
(14,095) 
( 5,745) 
( 2,025) 
1,007 
$(16,111) 
$ 6,609 
6,873 
5,766 
( 2,034) 
3,528 
( 269) 
( 936) 
$ 19,537 
$ 5,778 
—0— 
$ 5,778 
$ 9,204 
Projected 
Additional 
(Over) 
Under 
$ 3,000 
(10,000) 
2,000 
( 2,000) 
1,000 
$( 6,000) 
$ 2,000 
( 4,000) 
1,000 
4,000 
( 2,000) 
1,000 
1,000 
$ 3,000 
$ —0— 
—0— 
15,000 
$ 15,000 
$ 12,000 
Projected 
Annual 
(Over) 
Under 
$ 7,747 
(24,095) 
( 3,745) 
( 4,025) 
2,007 
$(22,111) 
$ 8,609 
2,873 
6,766 
1,966 
1,528 
731 
64 
$ 22,537 
$ 5,778 
—0— 
15,000 
$ 20,778 
$ 21,204 
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An example of the written analysis of the results pre-
sented in the report summary would be as follows: 
Salaries — General Control: . 
Projected Annual 
Under (Over) 
One fewer person hired in the busi-
ness office than budgeted $5,000 
Extra overtime worked by Superin-
tendent's staff in preparing build-
ing needs projection (1,200) 
One secretary in Superintendent's 
office quit in September—not to be 
replaced 4,000 
$7,800 
The guesswork is taken out of the report. I t presents 
to the reader only the pertinent facts with which he is 
concerned. 
Prerequisites for This Effective Reporting: 
The three prime requisites for making this type of 
report possible in the first place, and then effective, are: 
(1) a detailed chart of accounts designed especially to 
fit the school district's needs; (2) budget techniques that 
include rates of expenditure on a paid basis for salaries, 
project budgeting for specific maintenance and capital 
outlay items, and rates of expenditure on a committed 
basis for all other expenses; (3) timely preparation and 
presentation of the reports. 
In conclusion, it may be reiterated that good budget 
control techniques are essential to good reporting. Both 
good budget control and good reporting are necessary 
tools for every school district. School Board members 
need the right financial tools in order to make intelligent 
decisions. Meaningful, timely interim financial reports 
can supply this need. 
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